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L w19 October 1967

MEMORANDUM FOR: Assistant for Planming snd ’fanagement, NPIC

SUBJECT ! Overmm chtsést on

RERERENCE ' Your Msmorandum Regarding the Same Subjeet Dated 18 October 67

- '1. Your memorsadum expressed confusion vegarding the overrun amount
requested for the subject comtract. The requested amoumt of [ ]1s
correct and the reason it does not conform with the smowunt requested by
the Contractor is as follows: the erxiginal contract allocates an allowed

25X1. expenditure of exclusive of fee. This is a CPAF contract and
. the fee varies dependent on our evaluatien ef the Contractor's performance.

For funding purposes the Contract Negotistor | | allowed
o5x{ 8 6% (the minimum) target fee | | thercfore, the total allocated .
55X1 amount for this contrect is | | vice the | shown in the
attachment from the Contractor. As explained im NPIC/TDS/D-1071-67 memo-
Tandum dated 13 October 1967, the requested funds cover originally unantic-
ipated technical difficulties and increases in approved overhead rates,

. therety increasing the total costs from | | a differ-
o5X1  emce o.fm The Contractor has requested 2z fee for ticse additional
costs. over, because this is an overrun, a fee for these costs will not

bs allowed by the Contracting Officer: therefore s there i3 no reason to
appropriste more funds than actually required to cover the costs.

2. The Contractor’'s figures differ from ours because he includes fee

on the overrun snd because he has caleulated the total contract cost on an

8.5% basis vice our 6% terget. Actual fee will not be determined until the
~end of the contract. ’ ‘ ,
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